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Ralston Purina Company
Lease Financing Dated as of December 1, 1979
11-3/8% Conditional Sale Indebtedness Due 1994

CRAVATH, LONDON E. C. 2

1CC Washington, D, & December 19, 1979

INTERSIAIL

Dear Ms. Mergenovich:

Pursuant to 49 U.S.C. § 11303(a) and the Commis-
sion's rules and regulations thereunder, enclosed for filing
and recordation on behalf of Ralston Purina Company are
counterparts of the following documents:

1. (a) Conditional Sale Agreement dated as of
December 1, 1979, between Trinity Industries, Inc.,
and Mercantile~Safe Deposit and Trust Company, as
Trustee;

(b) Agreement and Assignment dated as of

December 1, 1979, between Trinity Industries, Inc.,
and St. Louis Union Trust Company, as Agent; and

2. (a) Lease of Railroad Equipment dated as of
December 1, 1979, between Mercantile-Safe Deposit
\ and Trust Company, as Trustee, and Ralston Purina
Company; and
(b) Assignment of Lease and Agreement dated as
of December 1, 1979, between Mercantile-Safe Deposit
and Trust Company, as Trustee, and St. Louis Union

Trust Company, as Agent.



The names and addresses of the parties to the
aforementioned Agreements are as follows:

1. Agent-Vendor:

St. Louis Union Trust Company
510 Locust Street
St. Louis, Missouri 63101

2. Trustee:

Mercantile-Safe Deposit and Trust Company
Two Hopkins Plaza
Baltimore, Maryland 21203

3. Builder:

Trinity Industries, Inc.
4001 Irving Boulevard
Dallas, Texas 75207

4. Lessee:

Ralston Purina Company
Checkerboard Square
St. Louis, Missouri 63188.

Please file and record the documents referred to
above and cross-index them under the names of the Agent-
Vendor, the Trustee, the Builder and the Lessee.

The equipment covered by the aforementioned
documents consists of the following:

50 100~ton, 4,750 cubic foot truck gravity-
discharge covered hopper cars, AAR Mechanical
Designation LO, bearing identifying numbers PLMX
11186 through PLMX 11235, both inclusive.

Also enclosed is a check for $100 payable to the
order of the Interstate Commerce Commission, representing
the fee for recording the Conditional Sale Agreement and
related Agreement and Assignment (together constituting
one document) and the Lease of Railroad Equipment and
related Assignment of Lease and Agreement (together
constituting one document).

.



Please stamp all counterparts of the enclosed
documents, retain one copy of the documents for your files
and forward the remaining counterparts to me.

Thank you for your assistance.

Sincerely,

Jadquelline B, Goodyear,
As Age'£ for Ralston Putrina Company

Ms. Agatha L. Mergenovich,
Interstate Commerce Commission,
Washington, D. C. 20423

Encls.

64A
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LEZSE OF RAILROAD EQUIPMENT

Dated as of December 1, 1979

between

MERCANTILE~SAFE DEPOSIT &AND TRUST COMPANY,
not in its individual capacity but solely
as Trustee under a Trust Agreement
dated as of the date hereof with
Internaticnzl Paper Leasing Corporation,

and

RALSTON PURINA COMPANY,
Lessee.

[Covering 50 4,750 cubic foot Covered Hopper Cars]
= fndia
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LEASE OF RAILROAD EQUIPMENT dated as of
December 1, 1979, between MERCANTILE-SAFE
DEPOSIT AND TRUST COMPANY, a Maryland corpora-
tion, acting not in its individual capacity
but solely as trustee ("Trustee") under a
Trust Agreement dated as of the date hereof
("Trust Agreement") with INTERNATIONAL PAPER
LEASING CORPORATION, a Delaware corporation
("Owner"), and RALSTON PURINA COMPANY, a
Missouri corporation ("Lessee").

The Trustee 1s entering into a Conditional Sale
Agreement dated as of the date hereof ("CSA") with TRINITY
INDUSTRIES, INC. ("Builder"), pursuant to which the Builder
has agreed to manufacture, conditionally sell and deliver to
the Trustee the units of railroad equipment described in
Appendix A hereto ("Equipment").

The Builder is assigning certain of its interests
in the CSA pursuant to an Agreement and Assignment dated as
of the date hereof ("CSA Assignment”) to ST. LOUIS UNION
TRUST COMPANY, acting as agent ("Agent") for THE FRANKLIN
LIFE INSURANCE COMPANY ("Original Investor" and, together
with its successors and assigns, "Investors”) under a
Participation Agreement dated as of the date hereof ("Par-
ticipation Agreement") between the Lessee, the Agent, the
Owner, the Trustee and the Original Investor.

The Lessee will lease from the Trustee such units
of Equipment as are delivered and accepted and settled
for under the CSA ("Units") upon the terms and conditions
hereinafter provided. The Trustee will assign certain of
its rights under this Lease for security to the Agent
pursuant to an Assignment of Lease and Agreement dated as of
the date hereof ("Lease Assignment") and the Lessee will
acknowledge and consent thereto pursuant to the Consent and
Agreement substantially in the form attached to the Lease
Assignment ("Consent").

In consideration of the agreements hereinafter set
forth, the Trustee hereby leases the Units to the Lessee upon
the following terms and conditions:

§ 1. NET LEASE

This Lease is a net lease. Each of the Lessee's
obligations to pay all rentals and other amounts hereunder



shall be absolute and unconditional and, except as herein
specifically provided, the Lessee shall not be entitled to
any abatement of rent or such other amounts, reduction
thereof or setoff against rent or such other amounts, includ-
ing but not limited to abatements, reductions or setoffs due
or alleged to be due by reason of any past, present or future
claims of the Lessee against the Trustee or the Owner under
this Lease or the CSA or otherwise including the Lessee's
rights by subrogation thereunder against the Builder, the
Agent or otherwise (and including any claims of the Lessee
against Railcar Service, Inc., pursuant to the service con-
tract covering the Units); nor, except as otherwise expressly
provided herein, shall this Lease terminate or the respective
obligations of the Trustee or the Lessee be otherwise affected
by reason of any defect in or damage to or loss of possession
or loss of use or destruction of all or any of the Units from
whatsoever cause, any liens, encumbrances or rights of others
with respect to any of the Units, the prohibition of or other
restriction against the Lessee's use of all or any of the
Units, the interference with such use by any person or
entity, the invalidity or unenforceability or lack of due
authorization of this Lease, any insolvency of or any bank-
ruptcy, reorganization or similar proceeding against the
Lessee, or for any other cause, whether similar or dissimilar
to the foregoing, any present or future law to the contrary
notwithstanding, it being the intention of the parties hereto
that the rents and other amounts payable by the Lessee
hereunder shall continue to be payable in all events in the
manner and at the times herein provided unless the obligation
to pay the same shall be terminated pursuant to the express
provisions of this Lease. To the extent permitted by appli-
cable law, the Lessee hereby waives any and all rights which
it may now have or which at any time hereafter may be con-
ferred upon it, by statute or otherwise, to terminate,
cancel, quit or surrender the lease of any of the Units
except in accordance with the express terms hereof. Each
rental or other payment made by the Lessee hereunder shall be
final and the Lessee shall not seek to recover all or any
part of such payment from the Builder, the Trustee, the Owner
or the Agent for any reason whatsoever.

§ 2. DELIVERY AND ACCEPTANCE OF UNITS

The Trustee hereby appoints the Lessee its agent
for inspection and acceptance of the Units pursuant to the
CSA. Each delivery of a Unit to the Trustee under the CSA
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shall be deemed to be a delivery hereunder to the Lessee at
the point or points within the United States at which such
Unit is so delivered to the Trustee. Upon such delivery,
the Lessee will cause an employee or agent of the Lessee to
inspect the same, and if such Unit is found to be acceptable,
to accept delivery of such Unit on behalf of the Trustee
under the CSA and on behalf of itself hereunder and to exe-
cute and deliver to the Trustee a certificate of acceptance
("Certificate of Acceptance") in accordance with the provi-
sions of Article 3 of the CSA, stating that such Unit has
been inspected and accepted on behalf of the Lessee and the
Trustee on the date of such Certificate of Acceptance and is
marked in accordance with § 5 hereof, whereupon such Unit
shall be deemed to have been delivered to and accepted by
the Lessee and shall be subject thereafter to all the terms
and conditions of this Lease; provided, however, that the
delivery, inspection and acceptance hereunder of any unit of
Equipment excluded from the CSA pursuant to Section 3.3
thereof or Section 4 of the CSA Assignment shall be ineffec-
tive to subject such unit to this Lease. The Lessee hereby
represents and warrants to the Trustee that no Unit shall be
put into service earlier than the date of delivery to and
acceptance by the Lessee or its agent as agent for the
Trustee hereunder.

§ 3. RENTALS

3.1. Amount and Date of Payment. The Lessee
agrees to pay to the Trustee, as rental for each Unit subject
to this Lease, (a) one interim rental payment on the Closing
Date (as defined in Section 4.2 of the CSA) and (b) there-
after 180 consecutive monthly payments, in advance, commen-
cing on January 1, 1980, and payable on the first day of each
of the 179 months thereafter. The interim rental payment for
each Unit subject to this Lease shall be in an amount equal
to 0.0285% of the Purchase Price (as defined in Section 4.1 of
the CSA) of such Unit for each day elapsed from and including
the date of acceptance thereof to but not including January 1,
1980. The 180 monthly rental payments for each Unit subject
to this Lease shall each be in an amount equal to 0.8831% of
the Purchase Price of such Unit.

3.2. Payment on Nonbusiness Day. If any of the
rental payment dates referred to 1n § 3.1 1s not a business
day, the rental payment otherwise payable on such date shall
be payable on the succeeding business day. The term

<
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"business day" as used herein means any calendar day, exclud-
ing Saturdays, Sundays and any other day on which banking
institutions in Baltimore, Maryland, St. Louis, Missouri, or
New York, New York, are authorized or obligated to remain
closed.

3.3. Instructions To Pay Agent and Trustee. Upon
execution and delivery of the Lease Assignment and until the
Agent shall have advised the Lessee in writing that all sums
due from the Trustee under the CSA have been fully satisfied
and discharged, the Trustee irrevocably instructs the Lessee
and the Lessee agrees to make all the payments provided for
in this Lease to the Agent (other than payments not assigned
to the Agent under the Lease Assignment), for the account of
the Trustee, in care of the Agent, with instructions to the
Agent (a) first to apply such payments to satisfy the
obligations of the Trustee under the CSA known to the Agent
to be due and payable on the date such payments are due and
payable hereunder and (b) second, so long as no event of
default under the CSA shall have occurred and be continuing,
to pay any balance promptly to the Trustee or to the order
of the Trustee in immediately available funds at such place
as the Trustee shall specify in writing. If the Lease
Assignment is not executed and delivered, or if the Lessee
shall have been advised by the Agent in writing that all
sums due from the Trustee under the CSA have been fully
discharged and satisfied, the installments of rental due
hereunder and any Casualty Payments thereafter due pursuant
to § 7 hereof shall be made to the Trustee in immediately
available funds in the manner provided in § 3.4 hereof.

3.4. Payment in Immediately Available Funds. The
Lessee agrees to make each payment provided for herein as
contemplated by § 3.1 hereof in immediately available funds
at or prior to 11:00 a.m. in the city where such payment is

to be made.

§ 4. TERM OF LEASE

4.1. Beginning and Termination; Survival. The
term of this Lease as to each Unit shall begin on the date
of delivery and acceptance thereof pursuant to § 2 hereof
and, subject to the provisions of §§ 7, 13 and 16 hereof,
shall terminate on December 31, 1994. The obligations of the
Lessee hereunder (including but not limited to the obliga-
tions under §§ 6, 7, 10, 11, 12 and 17 hereof) shall survive
the expiration of the term of this Lease.




¢

4.2, Rights and Obligations of Lessee Subiject
to CSA. All rights and obligations of the Lessee under this
Lease and in and to the Units are subject to the rights of
the Vendor under the CSA. If an event of default should
occur under the CSA, the Vendor may terminate this Lease (or
rescind its termination) without affecting the indemnities
which by the provisions of this Lease survive the termination
of its term; provided, however, that so long as (1) no Event
of Default exists hereunder, (1i) the Lessee is complying
with the provisions of the Consent and (iii) the Agent is
entitled to apply the Payments (as defined in the Lease
Assignment) in accordance with the Lease Assignment, this
Lease may not be terminated and the Lessee shall be entitled
to the rlghts of possession and use provided under § 15
hereof.

§ 5. IDENTIFICATION MARKS

The Lessee will, at its own expense, cause each
Unit to be kept numbered with the identification number set
forth in Appendix A hereto or, in the case of any Unit not
there listed, 'such identification number as shall be set
forth in any supplement hereto extending this Lease to cover
such Unit, and will keep and maintain, plainly and conspicu-
ously marked on each side of each Unit, in letters not less
than one inch in height, the words "OWNERSHIP SUBJECT TO A
SECURITY AGREEMENT FILED WITH THE INTERSTATE COMMERCE COMMIS-
SION", or other appropriate words designated by the Trustee,
with appropriate changes thereof and additions thereto as from
time to time may be required by law or reasonably requested in

order to protect the Trustee's title to and the Agent's security

interest in such Unit. The Lessee will not place any such
Unit in operation or exercise any control or dominion over

the same until such words shall have been so marked on each
side thereof and will replace promptly any such words which
may be removed, defaced, obliterated or destroyed. The Lessee
will not change the identification number of any Unit unless
and until (i) a statement of new number or numbers to be sub-
stituted therefor shall have been filed with the Agent and the
Trustee and filed by the Lessee in all public offices where
this Lease and the CSA shall have been filed and (ii) the
Lessee shall have furnished the Agent and the Trustee an
opinion of counsel to the effect that such statement has

been so filed, such filing will protect the Agent's and the
Trustee's interests in such Units and no filing with or

giving of notice to any other Federal, state or local
government or agency thereof is necessary to protect the
interests of the Agent and the Trustee in such Units.
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The Units may be lettered with the names or ini-
tials or other insignia customarily used by the Lessee or
its affiliates, but the Lessee will not allow the name of any
other person, association or corporation to be placed on any
Unit as a designation that might be interpreted as a claim
of ownership.

§ 6. GENERAL TAX INDEMNIFICATION

The Lessee assumes responsibility for and agrees to
pay and agrees to protect, save, keep harmless and indemnify
the Trustee, the Owner and the Agent and their successors and
assigns ("Indemnified Persons") against all taxes, assess-
ments, fees, withholdings and other governmental charges of
any nature whatsoever, including without limitation penalties
and interest (all such taxes, assessments, fees, withholdings,
governmental charges, penalties and interest called "Taxes"),
imposed on, incurred by or asserted against any Indemnified
Person or any Unit in whole or in part on account of or with
respect to this Lease or the CSA or any document referred to
herein or therein or any of the transactions contemplated
hereby or thereby or the manufacture, purchase, acceptance
or rejection of the Units or any portion thereof or the
ownership, delivery, nondelivery, leasing, re-leasing,
subleasing, possession, use, transfer of title, operation,
maintenance, repair, condition, sale, return or other
disposition of the Units or any portion thereof or any
indebtedness with respect thereto or the rentals, receipts,
earnings or gains arising therefrom; provided, however, that
there shall be no indemnification hereunder for any Federal,
state and local taxes measured by net income based upon the
Trustee's receipt of payments provided for herein (other than
payments due the Trustee under this § 6 for which the Trustee
is entitled to a corresponding deduction in the calculation
of its net income) and franchise and value added taxes which
are in lieu of such net income taxes. The Lessee shall pay
all Taxes for which it assumes liability hereunder when such
Taxes are due and will indemnify each Indemnified Person to
the extent required by this § 6 within 10 days after receipt
of a written request by such Indemnified Person for indemnifi-
cation specifying the amount to be paid, the basis on which
such amount was determined and the nature of the Taxes in
question; provided, however, that the Lessee shall not be
required to pay any Taxes so long as it is contesting such
taxes in good faith and by appropriate legal or administrative
proceedings and the nonpayment thereof does not, in the
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reasonable opinion of the Trustee or the Agent, adversely
affect the title, property or rights of the Trustee hereunder
or the Agent under the CSA. The Lessee agrees to give the
Trustee and the Agent notice of such contest within 30 days
after institution thereof and the Trustee agrees to provide
such information as may be reasonably requested by the Lessee
in furtherance of such contest. If any Tax shall have been
charged or levied against the Trustee directly and paid by
the Trustee, the Lessee shall reimburse the Trustee on
presentation of an invoice therefor.

In the event that the Trustee shall become obligated
to make any payment to the Builder or the Agent or other-
wise pursuant to any corresponding provision of the CSA not
covered by the foregoing paragraph of this § 6, the Lessee
shall upon demand pay such additional amounts (which shall
also be deemed Taxes hereunder) to the Trustee as will enable
the Trustee to fulfill completely its obligations pursuant to
sald provision.

In the event any returns, statements or reports
with respect to Taxes are required to be made, the Lessee
will make such returns, statements and reports in such manner
as to show the interest of the Trustee and the Agent in such
Units; provided, however, that to the extent permitted by
law, the Lessee shall file such returns, statements and
reports relating to sales or use taxes and taxes, fees and
charges on or measured by the Trustee's earnings or gross
receipts arising from the Units or the value added by the
Trustee thereto with respect to any state of the United
States or political subdivision thereof as the Lessee shall
determine are required to be filed and as shall be prepared
by the Lessee, and shall promptly pay such taxes, fees and
charges when due. To the extent that the Trustee has
information necessary to the preparation of such returns,
statements and reports, it will furnish such information to
the Lessee, and, if necessary, the Trustee will request from
the appropriate taxing authorities the information that the
Lessee deems necessary in filing such tax reports or
in appealing any tax assessments.

To the extent that the Lessee may be prohibited by
law from performing in its own name the duties required by
this § 6, the Trustee hereby authorizes the Lessee to act in
the name of the Trustee and on its behalf; provided, however,
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that the Lessee shall indemnify and hold the Trustee harmless
from and against any and all claims, costs, expenses, damages,
losses and liabilities incurred in connection therewith as a
result of or incident to any action by the Lessee pursuant to
this authorization.

The Lessee shall, whenever reasonably requested by
the Trustee, submit to the Trustee copies of returns, state-
ments, reports, billings and remittances, or furnish other
evidence satisfactory to the Trustee of the Lessee's perfor-
mance of its duties under this § 6. The Lessee .shall also
furnish promptly upon request such data as the Trustee
reasonably may require to permit its compliance with the
requirements of taxing jurisdictions.

The Lessee covenants and agrees to pay all amounts
due under this § 6 free of any Taxes and to indemnify each
Indemnified Person against any Taxes imposed by reason of any
payment made by the Lessee so that the Indemnified Person to

. whom or for whose benefit the payment is made shall receive

an amount which, net of any Taxes or other charges required
to be paid by such Indemnified Person in respect thereof,
shall be equal to the amount of payment otherwise required
hereunder.

All of the obligations of the Lessee under this
§ 6 shall survive and continue, notwithstanding the expira-
tion of this Lease.

§ 7. CASUALTY OCCURRENCES; INSURANCE; ECONOMIC OBSOLESCENCE

7.1. Definition of Casualty Occurrence; Payments.
In the event that any Unit shall be or become worn out, lost,
stolen, destroyed or, in the opinion of the Lessee, irrepar-
ably damaged from any cause whatsoever or any Unit shall be
taken or requisitioned by condemnation or otherwise by the
United States Government for a stated period which shall
exceed the then remaining term of this Lease or for an
indefinite period, or by any other governmental entity
resulting in loss of possession by the Lessee for a period of
90 consecutive days prior to the return of such Unit in the
manner set forth in § 14 or 17 hereof (each such occurrence
called a "Casualty Occurrence"), the Lessee shall promptly
and fully notify the Trustee and the Agent with respect
thereto. On the next succeeding rental payment date (each
such date called a "Casuealty Payment Date"), the Lessee shall
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pay to the Trustee a sum equal to the Casualty Value (as
defined in § 7.5 hereof) of any such Unit as of such Casualty
Payment Date, plus the rental in respect of such Unit accrued
as of such Casualty Payment Date. Upon the making of such
payment by the Lessee in respect of any Unit, the rental for
such Unit shall cease to accrue, the term of this Lease as to
such Unit shall terminate and (except in the case of the
loss, theft, complete destruction or return to the Builder of
such Unit) the Trustee shall be entitled to recover posses-
sion of such Unit..

Whenever any Unit shall suffer a Casualty Occur-
rence after termination of this Lease and before such Unit
shall have been returned in the manner provided in § 17
hereof, the Lessee shall promptly and fully notify the
Trustee with respect thereto and pay to the Trustee (in
addition to any amounts due pursuant to § 17 hereof) an
amount equal to the Casualty Value of such Unit, which shall
be an amount equal to 20% of the Purchase Price of such
Unit. Upon the making of any such payment by the Lessee in
respect of any Unit (except in the case of the loss, theft or
complete destruction of such Unit), the Trustee shall be
entitled to recover possession of such Unit.

7.2. Requisition by United States Government. In
the event of the requisition for use by the United States
Government of any Unit for a period which does not exceed the
term of this Lease or any renewal thereof, all of the Lessee's
obligations under this Lease with respect to such Unit shall
continue to the same extent as if such requisition had not
occurred and in the event of termination of this Lease, the
Lessee will comply with all provisions of § 14 or 17 hereof,
as the case may be, except that the Lessee will not be obli-
gated to return such Unit until return thereof to the Lessee.
Al]l payments received by the Trustee or the Lessee from the
United States Government for the use of such Unit during the
term of this Lease or any renewal thereof shall be paid over
to or retained by the Lessee; provided no Event of Default
(or other event which after notice or lapse of time or both
would become an Event of Default) shall have occurred and be
continuing. All payments received by the Trustee or the
Lessee after the term of this Lease or any renewal thereof
shall be paid over to or retained by the Trustee.

7.3. Lessee Agent for Disposal. The Trustee
hereby appoints the Lessee its agent to dispose of any Unit
suffering a Casualty Occurrence or any component thereof
before and after expiration of the Lease at the best price
obtainable on an "as is, where is" basis. Provided that the




Lessee has previously paid the Casualty Value to the Trustee,
the Lessee shall be entitled to the proceeds of such sale to
the extent they do not exceed the Casualty Value of such

Unit and shall pay any excess to the Trustee.

7.4. Amount of Casualty Value. The Casualty Value
of each Unit as of the Casualty Payment Date on which payment
is to be made as aforesaid shall be an amount equal to that
percentage of the Purchase Price of such Unit as is set forth
in Appendix B hereto opposite the numbered Casualty Payment
Date next succeeding the actual date of such Casualty
Occurrence or, if there is no such numbered Casualty Payment
Date, the last rental payment date; but in no event shall
such amount be less than the "Casualty Value" (as defined in
Section 7.3 of the CSA) as of such Casualty Payment Date.

7.5. No Release. Except as provided in this § 7,
the Lessee shall not be released from its obligations here-
under in the event of any Casualty Occurrence, and shall bear
the risk of any Casualty Occurrence to any Unit from and
after delivery and acceptance thereof by the Lessee hereunder.

'7.6. Insurance To Be Maintained. (a) The Lessee
will at all times prior to the return of the Equipment to the
Trustee, at its own expense, cause to be carried and main-
tained public liability insurance providing coverage of not
less than $10,000,000 with respect to third-party personal
injury and property damage and may, at its option, cause to
be carried and maintained property insurance in respect of
the Units at the time subject hereto; provided, however, that
if, in the reasonable opinion of the Trustee or the Agent,
the Lessee's financial condition has materially changed from
its condition as of the date hereof such that property
insurance is required to assure the Lessee's ability to meet
its obligations under this Lease, the Trustee or the Agent
shall so notify the Lessee and the Lessee shall promptly
arrange for such insurance to be carried and maintained. The
Lessee will carry such insurance in such amounts, for such
risks, with such deductibles and with such insurance companies,
satisfactory to the Trustee and the Agent and in any event
consistent with prudent industry practice and at least
comparable in amounts and against risks customarily insured
against by the Lessee in respect of equipment owned or leased
by it similar in nature to the Units. The proceeds of any
such insurance shall be payable to the Agent, the Trustee and
the Lessee, as their respective interests may appear, so long
as the indebtedness, if any, evidenced by the CSA shall not
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have been paid in full, and thereafter to the Trustee and, so
long as there is no Event of Default hereunder, the Lessee
as their respective interests may appear. Any policies of
insurance carried in accordance with this paragraph shall

(i) require 30 days' prior notice of cancelation, expiration
or other material change in coverage to the Trustee and the
Agent and (ii) waive any right to claim any premiums or
commissions against the Trustee, the Owner and the Agent.

In the event such policies shall contain breach of warranty
provisions, such policies shall provide that in respect of
the interests of the Trustee, the Owner and the Agent in
such policies the insurance shall not require contributions
from other policies held by the Trustee, the Owner or the
Agent and shall not be invalidated by any action or inaction
of the Lessee or any other person (other than the Trustee,
the Owner and the Agent, respectively) and shall insure the
Trustee, the Owner and the Agent regardless of any breach or
violation of any warranty, declaration or condition contained
in such policies by the Lessee or by any other person (other
than the Trustee, the Owner or the Agent, respectively).
Prior to the first date of delivery of any Unit pursuant to
the CSA, and thereafter not less than 15 days prior to the
expiration dates of the expiring policies theretofore
delivered pursuant to this § 7, the Lessee shall deliver to
the Trustee certificates issued by the insurer(s) for the
insurance maintained pursuant to this § 7; provided, however,
that if the delivery of any certificate is delayed, the
Lessee shall deliver an executed binder with respect thereto
and shall deliver the certificate upon receipt thereof.

(b) In the event that the Lessee shall fail to
maintain insurance as herein provided, the Trustee may at
its option provide such insurance (giving the Lessee prompt
written notice thereof) and, in such event, the Lessee
shall, upon demand, reimburse the Trustee for the cost
thereof together with interest on the amount of such cost at
the rate per annum specified in § 19 hereof.

(c) Notwithstanding the above, the Trustee may
(but shall not be obligated to) provide casualty insurance
at its own expense in amounts which are in excess of the
Casualty Value and which policies may name the Trustee as
the loss payee. If the Trustee exercises said option, then
the Lessee will cooperate with the reasonable requests of
the Trustee so as to effect this insurance coverage; it
being understood that any insured coverage under this sub-



section (c) is expressly within the Trustee's option and in
no way relieves the Lessee from any of its responsibilities
under this § 7.6.

7.7. Insurance Proceeds and Condemnation Payments.
If the Trustee shall receive (directly or from the Agent) any
insurance proceeds or condemnation payments in respect of
such Units suffering a Casualty Occurrence, the Trustee shall
pay the same to the Lessee up to an amount equal to the Casu-
alty Value with respect to any Unit theretofore paid by the
Lessee and any balance shall remain the property of the
Trustee; provided, however, that no Event of Default shall
have -occurred and be continuing and the Lessee shall have
made payment of the Casualty Value and accrued rentals in
respect of such Units to the Trustee. All insurance proceeds
received by the Trustee (directly or from the Agent) in
respect of any damage to any Unit not constituting a Casualty
Occurrence shall be paid to the Lessee upon proof satisfac-
tory to the Trustee that the damage to such Unit in respect
of which such proceeds were paid has been fully repaired.

7.8. Economic Obsolescence. If the Lessee shall,
in 1ts reasonable judgment, determine that the Units have
become economically obsolete in the Lessee's business ("Econ-
omic Obsolescence"), the Lessee shall have the right, at
its option and on at least 180 days' prior written notice to
the Trustee, to terminate this Lease as to all Units then
subject hereto (subject to the survival of the obligations
described in § 4.1 hereof) as of any succeeding rental
payment date specified in such notice ("Termination Date");
provided, however, that (i) the Termination Date shall not
be earlier than January 1, 1990, (ii) no Event of Default or
other event which after lapse of time or notice or both would
become an Event of Default shall have occurred and be con-
tinuing and (iii) on such Termination Date such Units shall
be in the same condition as if being redelivered pursuant to
§ 14.1 hereof.

During the period from the date of such notice
until the fifth business day preceding the Termination Date,
the Lessee shall use its best efforts to obtain bids for the
purchase of such Units, and the Lessee shall at least five
business days prior to the Termination Date certify to the
Trustee the amount of each such bid and the name and address
of the party (which shall not be a corporation or individual
affiliated with the Lessee or any party from whom the Lessee
or any such affiliate intends thereafter to lease such Units)
submitting such bid. On the Termination Date the Trustee



sell such Units for cash to the bidder who shall have sub-
mitted the highest bid therefor. The total sale price
realized at such sale shall be retained by the Trustee.

On the Termination Date, the Lessee shall pay to
the Trustee the excess, if any, of the Casualty Value for
such Units (computed as of the previous rental payment date)
over the sale price of such Units after the deduction of all
expenses incurred by the Trustee in connection with such sale
("Termination Value") (in addition to the rental payment due
on such Termination Date). In no event shall the sum of such
sale proceeds and the Termination Value hereunder paid to the
Trustee be less than the amount required to pay in full the
outstanding CSA Indebtedness with respect to such Units,
including accrued interest thereon.

If no sale shall occur on the date scheduled
therefor as provided, this Lease shall continue in full force
and effect without change unless and until the Lessee pays
the Trustee an amount equal to the Termination Value and
returns the Units to the Trustee pursuant to § 17 hereof;
provided, however, that the Lessee, on behalf of the Trustee,
may attempt to sell the Units at some later date upon 180
days' prior written notice to the Trustee and following the
procedure set forth above.

In the event of any such sale and the receipt
by the Trustee of the amounts above described, the obligation
of the Lessee to pay rent pursuant to § 3 hereof in respect
of such Units on each rental payment date shall continue to
and including the Termination Date but shall then terminate.
The Trustee shall be under no duty to solicit bids, to
inquire into the efforts of the Lessee to obtain bids or
otherwise to take any action or incur any cost or expense 1in
connection with any sale pursuant to this § 7.8 other than to
transfer or to cause to be transferred all of the Trustee's
right, title and interest in and to such Units to the purchaser
named in the highest bid certified by the Lessee to the
Trustee as above provided. Any sale pursuant to this § 7.8
shall be free and clear of all of the Lessee's rights to such
Units, but otherwise shall be made without warranties other
than against the Trustee's acts.

If the Lessee shall exercise its option to termi-
nate under this § 7.8, the Trustee may, notwithstanding such
election by the Lessee, by written notice to the Lessee given



90 days after the termination notice is given to the Trustee,
elect to retain the Units then subject to this Lease, in
which case the Lessee shall not be obligated to pay the
Termination Value to the Trustee; provided, however, that
this Lease shall not terminate as to such Units unless the
CSA Indebtedness in respect of such Units is prepaid on the
Termination Date pursuant to Article 7 of the CSA. 1In the
event the Trustee shall so elect to retain such Units, the
Lessee shall assemble and deliver such Units to the Trustee
in accordance with the provisions of § 17 hereof.

§ 8. REPORTS

On or before March 31 in each year, commencing
with the calendar year 1981, the Lessee will furnish to the
Trustee, the Owner and the Agent an accurate statement
stating (a) as at the preceding December 31 the total number,
description and identification numbers of all Units then
leased hereunder and covered by the CSA and of all Units that
have suffered a Casualty Occurrence during the preceding
calendar year or are then undergoing repairs (other than
running repairs) or then withdrawn from use pending repairs
(other than running repairs) and such other information
regarding the condition and state of repair of the Units as
the Trustee or the Agent may reasonably request and (b) in
the case of all Units repainted or repaired during the period
covered by such statement, that the numbers and markings
required by § 5 hereof have been preserved or replaced. The
Trustee and the Agent shall each have the right by its agents
to inspect the Units and the Lessee's records with respect
thereto at such reasonable times as they may request during
the continuance of this Lease.

§ 9. DISCLAIMER OF WARRANTIES

NEITHER THE TRUSTEE NOR THE OWNER MAKES, HAS MADE
OR SHALL BE DEEMED TO MAKE OR HAVE MADE ANY WARRANTY OR
REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO THE DESIGN,
COMPLIANCE WITH SPECIFICATIONS, OPERATION OR CONDITION OF, OR
AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMANSHIP
IN, THE UNITS OR ANY COMPONENT THEREOF DELIVERED TO THE
LESSEE HEREUNDER, AND NEITHER THE TRUSTEE NOR THE OWNER MAKES
ANY WARRANTY OF MERCHANTABILITY OR FITNESS OF THE UNITS OR
ANY COMPONENT THEREOF FOR ANY PARTICULAR PURPOSE OR AS TO
TITLE TO THE UNITS OR ANY COMPONENT THEREOF, NOR ANY OTHER



REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT
TO ANY UNIT OR ANY COMPONENT THEREOF, EITHER UPON DELIVERY
THEREOF TO THE LESSEE OR OTHERWISE, it being agreed that all
such risks, as between the Trustee, the Owner and the Lessee,
are to be borne by the Lessee; but the Trustee hereby irre-
vocably appoints and constitutes the Lessee its agent and
attorney~-in-fact during the term of this Lease to assert and
enforce from time to time, in the name of and for the account
of . the Trustee or the Lessee, as their interests may appear,
at the Lessee's sole cost and expense, whatever claims and
rights the Trustee may have against the Builder; provided,
however, that if at any time an Event of Default shall have
occurred and be continuing, the Trustee may (but shall not
be obligated to) assert and enforce such claims and rights
at the Lessee's sole cost ‘and expense. The Trustee and the
Owner shall have no responsibility or liability to the
Lessee or any other person with respect to any of the
following: (i) any liability, loss or damage caused or
alleged to be caused directly or indirectly by any Units or
by any inadequacy thereof or deficiency or defect therein or
by any other circumstances in connection therewith; (ii) the
use, operation or performance of any Units or any risks
relating thereto; (1ii) any interruption of service, loss of
business or anticipated profits or consequential damages; or
(iv) the delivery, operation, servicing, maintenance, repair,
improvement or replacement of any Units. The Lessee's
delivery of a Certificate of Acceptance shall be conclusive
evidence as between the Lessee and the Trustee that the
Units described therein are in all the foregoing respects
satisfactory to the Lessee, and the Lessee will not assert
any claim of any nature whatsoever against the Trustee, the
Owner or the Agent based on any of the foregoing matters.

§ 10. APPLICABLE LAWS

10.1. Compliance. The Lessee agrees, for the
benefit of the Trustee, the Owner and the Agent, to comply in
all respects (including without limitation the use, mainte-
nance and operation of each Unit) with all laws of the Jjuris-
dictions in which operations involving the Units may extend,
with the interchange rules of the Association of American
Railroads and with all lawful rules of the United States
Department of Transportation, the Interstate Commerce Commis-
sion and any other legislative, executive, administrative or
judicial body exercising any power or jurisdiction over the
Units, to the extent that such laws and rules affect the
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title, operation or use of the Units (all such laws and rules
to such extent called "Applicable Laws"), and in the event
that the Applicable Laws require any alteration, replacement
or addition of or to any part on any Unit, the Lessee will
conform therewith at its own expense; provided, however, that
the Lessee may upon written notice to the Trustee and the
Agent, at its own expense, in good faith, contest the
validity or application of any Applicable Law in any reason-
able manner which does not, in the opinion of the Trustee or
the Agent, adversely affect the property or rights of the
Trustee or the Agent under this Lease or under the CSA.

10.2. Reports for Trustee and Agent. The Lessee
agrees to prepare and deliver to the Trustee and the Agent
at its own expense within a reasonable time prior to the
required date of filing (or, to the extent permissible, file
on their behalf) any and all reports (other than income tax
returns) to be filed by the Trustee with any Federal, state
or other regulatory authority by reason of the ownership by
the Trustee or the Agent of the Units or the leasing thereof
to the Lessee.

'§ 11. MAINTENANCE AND ACCESSIONS

11.1. Units in Good Operating Order. The Lessee,
at its own cost and expense, will maintain and keep each
Unit (including any parts installed on or replacements made
to any Unit and considered an accession thereto as herein-
below provided) which is subject to this Lease in good
operating order, repair and condition, ordinary wear and tear
excepted, and eligible for railroad interchange in accordance
with the Applicable Laws.

11.2. Additions and Accessions. (1) Except as
set forth in §§ 10.1 and 1l1.1 hereof, the Lessee, at its own
cost and expense, may from time to time make such other addi-
tions, modifications and improvements to the Units as are
readily removable without causing material damage to the
Units (and do not adversely and materially affect the value
of the Units) which shall be owned by the Lessee, except to
the extent such additions, modifications or improvements are
made in order to comply with § 11.2(2) hereof.

(2) Any and all parts installed on and additions
and replacements made to any Unit (i) which are not readily
removable without causing material damage to such Unit,
whether or not installed or added to such Unit in contra-
vention of § 11.2(1) hereof, (ii) the cost of which is

4



included in the Purchase Price of such Unit, (iii) in the
course of ordinary maintenance of the Units or (iv) which are
required for the operation or use of such Unit in railroad
interchange by the Applicable Laws shall constitute accessions
to such Unit and full ownership thereof free from any lien,
charge, security interest or encumbrance (except for those
created by the CSA) shall immediately be vested in the

Trustee and the Agent as their respective interests may

appear in the Unit.

§ 12. INDEMNIFICATION

12.1. 1Indemnified Persons. The Lessee shall pay
and shall protect, indemnify and hold harmless the Trustee
(in both its individual and fiduciary capacities), the Owner,
the Agent and their respective successors, assigns, agents
and servants ("Indemnified Persons") from and against any and
all causes of action, suits, penalties, claims, demands or
judgments of any nature whatsoever which may be imposed on,
incurred by or asserted against any Indemnified Person
(including any or all liabilities, obligations, damages,
costs, disbursements or expenses relating thereto, including
without limitation the attorneys' fees and expenses of any
Indemnified Person) in any way relating to or arising or
alleged to arise out of this Lease, the CSA or the Units,
including without limitation those in any way relating to or
arising or alleged to arise out of (i) the manufacture, pur-
chase, acceptance, rejection, ownership, delivery, nondeliv-
ery, lease, possession, use, operation, condition, sale,
return or other disposition of any Unit or portion thereof;
(ii) any latent and other defects whether or not discoverable
by the Indemnified Person or the Lessee; (iii) any claim for

‘patent or trademark infringement; (iv) any claims based on

strict liability in tort; (v) any injury to or the death of
any person or any damage to or loss of property on or near
the Units or in any manner arising or alleged to arise out of
the ownership, use, replacement, adaptation or maintenance of
the Units or of any other equipment in connection with the
Units (whether owned or under the control of the Indemnified
Person, the Lessee or any other person) or resulting or
alleged to result from the condition of any thereof; (vi) any
violation or alleged violation of any provision of this Lease
or of any agreement, law, rule, regulation, ordinance or
restriction, affecting or applicable to the Units or the
leasing, ownership, use, replacement, adaptation or mainte-
nance thereof, except to the extent any such violation arises
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from the gross negligence or wilful misconduct of the Trustee;
or (vii) any claim arising out of any of the Trustee's
obligations under the Lease Assignment or the Agent's reten-
tion of a security interest under the CSA or the Lease
Assignment or the Participation Agreement (all such matters
called "Indemnified Matters"), except to the extent such
claim arises from the gross negligence or wilful misconduct
of such Indemnified Person. The Lessee shall be obligated
under this § 12.1, whether or not any Indemnified Person
shall also be indemnified with respect to any Indemnified
Matter under any other agreement by any other person, and the
Indemnified Person may proceed directly against the Lessee
under this § 12.1 without first resorting to any such other
rights of indemnification. In case any action, suit or
proceeding is brought against any Indemnified Person in
connection with any Indemnified Matter, the Lessee may and,
upon such Indemnified Person's request, will at the Lessee's
expense defend such action, suit or proceeding, or cause the
same to be defended by counsel selected by the Lessee and
approved by such Indemnified Person and, in the event of any
failure by the Lessee to do so, the Lessee shall pay all
costs and expenses (including without limitation attorneys'
fees and expenses) incurred by such Indemnified Person in
connection with such action, suit or proceeding. In the
event the Lessee is required to make any indemnification
under this § 12, the Lessee shall pay such Indemnified Person
an amount which, after deduction of all taxes required to be
paid by such Indemnified Person in respect of the receipt
thereof under the laws of the United States or of any politi-
cal subdivision thereof (after giving credit for any savings
in respect of any such taxes by reason of deductions, credits
or allowances in respect of the payment of the expense
indemnified against and of any other such taxes as determined
in the sole discretion of the Indemnified Person), shall be
equal to the amount of such payment. The Lessee and the
Trustee each agrees to give the other promptly upon obtaining
knowledge thereof written notice of any claim hereby indemni-
fied against. Upon the payment in full by the Lessee of any
indemnities as contained in this § 12; and provided that no
Event of Default (or other event which with notice or lapse
of time or both would constitute an Event of Default) shall
have occurred and be continuing, the Lessee shall be subro-
gated to any right of such Indemnified Person in respect of
such Indemnified Matter. Any payments received by such
Indemnified Person from any person (except the Lessee) as a
result of any Indemnified Matter shall be paid over to the
Lessee to the extent necessary to reimburse the Lessee for
its indemnification payments previously made.



12.2. Indemnification of Third-Party Beneficiaries.
The Lessee further agrees to indemnify, protect and hold
harmless the Trustee, the Investors, the Agent, the Owner and
the Builder as third-party beneficiaries hereof from and
against any and all liability, claims, costs, charges and
expenses, including royalty payments and counsel fees, in any
manner imposed upon or accruing against any such party
because of the use in or about the construction or operation
of any unit of Equipment of any article or material specified
by the Lessee and not manufactured by the Builder or of
any design, system, process, formula or combination specified
by the Lessee and not 